



Sheet (3) 

A n a lysis of Batch Production 

' No. 1 

The production of ;in article involved machine setup 
and prc|i:initioii costs amounting to L.E. 12,000. The constant 
costs for each article were : 


Material C osts 

l.i;. 

0.15 

Labour i os is 

L.E. 

0.04 

Overheads 

L.E. 

ll.Oti 


Hie interest paid on the capital was 1 2 percent. Tin* 
lime taken mi the first operation was H man. While the time 
returned fur all operation was 100 nr m. 1 lie volume of the 
aihete is given as 0.01 Cm. I t,, and Ihe rale of consumption 
vtas uniform at 2d per day. it was ilecitlcd to divide the 
produced hatch into three lots, each of which is Hnished 
Indore the subsequent hatch is started. Assume that the setup 
do not increase appreciate!) by the division of the batches into lots. 
Compare I tie minimum cost hatch sizes obtained by the ascot 
the typical formula and camp and Rcymond formulas, when the 
rate of production is given a : 

i- SQQ per day 

ii- 200 per day 

iii- 80 per day 
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and when for each of these cases (he sto rage charge is^ _ 
a- 0.001 L.E* per Cu.ft. per day 
b- 0*003 L.E. per Cu.ft. per day. 

' No. 2 

Demonstrate the effect of variables in the above example 
namely the rule of production and the storage charge on the 
results In plotting the batch size against when 

b - 0.001 L.E. per ctt. ft. per day anil against b when . 
iij, — 200 units per day 

Kind the total costs per piece according In the three 
formulae fur the case when b 0,001 L.E, per ( u* ft, per 
da\ and when u t , 2t)0 per day* 

{Mule : .Assume there are 300 working days in a year,) 

No, 3 

In eii tilled ion with hatch production. I lie following data 


is known: 


1* repara lion Costs 

t **!■:. 1500 

Kate of production 

2000 per day 

Kate of consumption 

500 per day 

Storage Charges 

L -E. 5.0 per piece per annum 

Materials, labour and 
overheads cost 

L.E, 2.0 

Kate of interest 

9% per annum 
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No. 4 

Fiud the effect of splitting the batch into lots (up to 10 
in number) by using the Ueymonds’s formula. Plot batch size 
a i list number of lots atul compare the results with the 

/ ** 

typical formula. 


Assume^ 

k - 0*6 

A = 1 + 0.05 (N - 1) 

,-lu- set up costs will i IK- reuse with the number of lots 

introduced, being L.K Hdtl 1 1(1(1 N - 

1- lind the total cost per piece when Q™ IS produced. 

2- l-'iml the rale of return (for N = I) 

.V Calculate the cost of the production run. 



». 5 

, , , u Ml(l K . t i vs [trice is 20 percent above the 

hi the problem (3) the saus P"“ i 


minimum costs per piett- 

1- l-'iud the economic hatch size (!'" N - I) 

2- Calculate the production costs per piece. 


3. rintl the rate of return. 

4- l-'ind the cost of the production 


ru n 


? Com pa re these 


results w 


illi those obtained in problem (3). 
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No. 6 

C ”" Sli> '" “ sls P»r Pi<=cc is R., 0 „„ , 0 be L . E _ , 0( 

" 10 C: " , - T " ,g Cl '” r E' s k - 0-5 X I0' J LE. per »*, 

cl.\) ami these! up costs per batch are L.E. 10,000. Find the 
production range if the allowable increase in total costs per 

# 

piece is 2 percent above (lie m ini mum costs per piece . Wind 
is the economic production range if the sales price is fixed :it 
16 percent above the minimum costs per piece. 




